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REVIEW 



JONES' THE TRUST PROBLEM IN THE 
UNITED STATES 1 

From the historical and descriptive standpoint this work 
may almost be considered the definitive textbook on trusts. 
There has been nothing else equal to it in comprehensiveness. 
The author has ransacked government reports, statutes, and 
judicial proceedings, and has presented a clear and accurate 
digest. Earlier books which attempted a similar digest of 
facts had a much narrower basis on which to work. Rightly 
enough Mr. Jones has generally accepted as authoritative 
regarding facts the reports of the Bureau of Corporations and 
the Federal Trade Commission, and the decisions of the 
Supreme Court. No private investigator can hope to secure 
data with which to challenge the findings of these bodies. 

The book consists chiefly of this historical and descriptive 
material. The writer first traces the history of different 
forms of combination in the United States — the pools, the 
trusts in the narrower sense of the word, the consolidations, 
holding companies, etc. He then considers the leading and 
most typical individual combinations, namely, those in oil, 
sugar, tobacco, steel, shoe machinery, and harvesting ma- 
chinery, and presents at some length their history, methods, 
prices, and profits. There follows an extended and very use- 
ful history and analysis of common law decisions regarding 
combinations in restraint of trade, of federal anti-trust legis- 
lation, and of court proceedings under such legislation. All 
the leading cases and statutes are satisfactorily summarized. 

Throughout these historical and descriptive chapters, Mr. 
Jones has, for the most part, avoided injecting his own views 

1. The Trust Problem in the United States, by Eliot Jones. New York, The 
Macmillan Co. 1921. Pp. xx, 598. 
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and theories. For example, such criticisms as are made of 
specific court decisions consist, generally, of quotations from 
the dissenting opinions of judges or from comments by the 
counsel. On the other hand, the author devotes certain 
definite sections and chapters to discussion of principles, to 
presentation of general conclusions from the facts adduced in 
the descriptive sections, and to criticisms of the policy of 
Congress, administrative officers and the courts. These 
critical parts of the book, which are much less extensive, are 
also less valuable than the historical and descriptive parts. 
In view of the great amount of discussion which has been 
devoted to the subject by economists and others in the past, 
Mr. Jones could hardly have been expected to contribute a 
great deal that is new. 

The theoretical discussion of the probable effect of mon- 
oply on prices adds nothing to familiar arguments. It is 
somewhat naive to state that "there is general agreement 
among leading economists that a monopoly price is likely to 
be higher than a competitive price." From an analysis of 
the price statistics of leading trusts, especially during the 
earlier periods of their development, Mr. Jones demonstrates 
quite effectively that in the absence of active government 
regulation trusts seek to maintain unfairly high prices, and 
usually with considerable success over rather long periods. 
One could wish that he had also been able to present some 
approximate conclusions as to the effect of trusts on prices 
under the present conditions of more or less active govern- 
ment intervention. Most of the price statistics which he 
quotes are a good many years old. During the war, however, 
business conditions were such that the particular effects of 
combinations on prices could not, in general, be determined, 
and the period since the war has been too short and too abnor- 
mal to permit of conclusions. 

In his summary of anti-trust legislation and court proceed- 
ings, however, the author implies that anti-trust legislation 
has done much to check the rapacity of trusts, and in this he 
is undoubtedly right. One could desire a more complete dis- 
cussion of this subject, especially as to the effect of the re- 



REVIEW 177 

duction in their percentage of the business which most of the 
great trusts have undergone upon the degree of their domina- 
tion in regard to prices in their respective industries. Is the 
present more moderate policy of trusts concerning prices due 
primarily to fear of prosecution or government intervention, 
or is it a result of more effective competition? And if it 
devolves from the latter cause, is this increased competition 
itself attributable chiefly to government action, or would it 
have resulted from purely economic causes? Are there still 
tacit understandings, such as those brought about more or less 
openly by the famous Gary dinners of more than a decade ago, 
by which smaller concerns follow the policy of the leader? 
Also, how about trade associations even when there is no 
great trust in an industry — are they, too, effectively holding 
up prices? These are all very important questions. Defini- 
tive answers, however, cannot be reached from present avail- 
able data and Mr. Jones is perhaps justified in failing to 
go into these questions. 

The author comments with some vigor on the half-hearted 
attitude of Congress, administrative officials, and the courts 
toward the suppression of trusts. Some of the trust dissolu- 
tion proceedings seem to him little more than farcical, tho he 
avoids the use of strong adjectives. One of the principal 
explanations of the inability to dissolve trusts effectively, 
Mr. Jones finds in the failure to prohibit community of stock 
holdings, even in the case of the separate companies of former 
trusts dissolved by court decrees. He emphasizes, too, the 
inadequacy of penalties imposed by courts and juries in 
criminal cases. At the same time, as already noted, he be- 
lieves that the Sherman Act has done a good deal to improve 
the situation. "Doubtless," he says, "the managers of the 
modern day trusts believe that it pays to cultivate the god 
will of the public, but is this not, in large measure, because of 
the fact that the public (through its constituted authority) 
has readily at hand the tools with which to proceed against 
these trusts, once its hostility is fully aroused? 

Mr. Jones criticizes the arguments of economy in trust 
production, on much the same basis as several previous 
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writers. He holds that most of the economies claimed can be 
secured by large individual concerns or by combinations of 
individual concerns without any necessary accompanying 
power of monopoly, and are not peculiarly characteristic of 
the monopolistic trust. He has contributed one significant 
point which, so far as I know, is new, namely, that "to 
enumerate a list of trust economies and to illustrate each by 
some one trust leaves the reader with the mistaken impres- 
sion that each economy may be realized by all trusts. The 
fact is . . . that the resort to one saving often precludes the 
employment of another." In other words the arguments in 
favor of trusts as cost-savers are often inconsistent with one 
another. The discussion of the advantages claimed for trusts 
in export trade is illuminating. Mr. Jones is rightly of the 
opinion that any legitimate advantages of combination in 
foreign trade can be secured under the Webb Act without any 
need of trusts capable of exercising control on the domestic 
market. 

The author attempts further to refute the claims of su- 
perior efficiency of trusts by listing a number which have 
failed and been voluntarily dissolved, and mentioning others 
which have lost that degree of control which they formerly 
possessed. This argument, however, is hardly fair. Ob- 
viously there are some industries which do not lend them- 
selves at all to combination. The failure or partial failure of 
trusts in certain others may have been quite as much due to 
individual inefficiency of management or to the mere ups and 
downs of business as to fundamental weakness in the prin- 
ciple of combination itself. Moreover the argument is in 
some measure inconsistent with the contention that trusts in 
general have shown a power to control prices, and likewise 
with the assertion that government control has done some- 
thing to curb the trusts. 

Mr. Jones' views concerning a desirable policy for the 
future are difficult to determine. He is disappointed with 
the comparative lack of success in dissolving trusts, but he is, 
nevertheless, impressed with the grave difficulties of legalizing 
them and attempting to regulate their prices. His discussion 
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of price regulation presents little that is new, and in some 
respects, is even rather confusing. Thus he discusses, at 
some length, the difficulties which would confront a price- 
regulating commission arising from the fact that costs of 
production of different concerns vary widely. This objection 
is perfectly valid where the government, as during the war, 
attempts to restrict prices in an industry, essentially com- 
petitive, where no overwhelming combination exists. But if 
a trust were legalized and allowed to dominate in a given in- 
dustry, the determination of a fair price would, in practice, 
usually involve only the investigation of the costs of the trust 
itself. Inability of smaller concerns to produce at the prices 
fixed on this basis should cause no qualms of conscience, even 
if by eliminating the small producer a greater share of the 
total business would be gained for the trust. For price fixing 
as a remedy for trust extortion obviously implies virtual 
legalization of monopoly and thus is in fundamental conflict 
with the attempt to maintain or build up competition. 

Mr. Jones is entirely right, however, in insisting on the 
enormous complexities of price fixing, and on the danger of 
reducing efficiency and initiative. He is also correct in as- 
serting that any success of the Interstate Commerce Com- 
mission in regulating the railroads furnishes small argument 
for the success of price regulation for a multiplicity of trust- 
made commodities. Still he seems to think that a certain 
reserve power on the part of the government to fix prices in 
extreme cases might be of benefit to the public. Apart from 
this remedy, one may infer — tho it is hardly expressly stated 
— that Mr. Jones would favor more vigorous enforcement of 
existing laws, together with a prohibition of community of 
stock ownership, at least in the case of corporations formerly 
constituting parts of an illegal trust. Whether he would go 
further and attempt to enforce criminal penalties, or how he 
would attack the highly informal understandings which are 
tending to replace the more formal combinations, he does 
not clearly state. 

The present reviewer is of the opinion that no very radical 
change in the present government policy toward trusts is 
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practical. Neither Congress nor courts can be expected to 
pursue a very rigorous policy. In any case administrative 
efficiency adequate really to enforce competition can scarcely 
be secured. A certain more vigorous application of existing 
methods of control and regulation is doubtless both feasible 
and desirable. It will not do to exaggerate the failure of past 
efforts to curb trusts. In its earlier years, the Sherman Anti- 
Trust Act was doubtless more or less a dead letter, but at 
present the law is fairly effective, at least indirectly. There 
is every reason to believe that if the government had not 
intervened, trusts, today, would be far more powerful and 
rapacious than they are. 

In any case the importance of the trust problem must not 
be overemphasized. One sometimes wonders whether the 
American people deserve to be protected against the exac- 
tions of monopolies. By contrast with Europeans, especially 
in a Europe impoverished by the war, the extravagance of 
Americans is little less than appalling. Of course, we are 
rich and can afford to spend money, but that is no reason for 
spending it recklessly, or for preferring the less to the more 
useful object. The automobile is, for most users, a luxury, not 
a necessity. The moving picture is not an essential of life. 
Neither automobiles nor moving pictures are monopolized 
but it is safe to say that the profits of these two industries ap- 
proach the combined profits of any dozen of the biggest trusts. 
The sums spent in advertising unnecessary products or in 
proclaiming the superiority, often non-existent, of one 
product over others — expenditures which ultimately come 
out of the pockets of the consumer — are probably greater 
than the excess of profits of all trusts above a fair rate of 
return. Unnecessary costs of distribution, due largely to the 
indolence or ignorance of the American consumer, are a 
greater factor in the cost of living than the profits of big 
combinations. Education of the consumer is certainly more 
important, today, than new efforts to suppress trusts. 

On the other hand, there is in America a real problem of 
inequality of wealth and income. The great masses of the 
people of the United States are much better off than the cor- 
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responding classes in almost any other country. To some 
extent, their comparatively high standard of living may be 
attributed to the superior efficiency of American business and 
to its relative freedom from government interference. It is 
chiefly due, however, to the splendid natural resources of the 
country and the comparative sparseness of its population. 
The notion that the present enormous inequality of wealth 
is necessary to maintain the high standard of living of the 
masses is not true, and even if it were true, it would be quite 
impossible to convince the masses of its truth. The disparity 
in wealth is felt almost, if not quite, as bitterly by the masses 
in America as by the less prosperous masses of Europe. By 
peaceful and orderly methods we must undertake to narrow 
the gulf between the rich and the poor, as a measure of self- 
protection as well as of justice. 

The most effective leveler of wealth we can use is taxation. 
It is not, of course, the only instrument. Let us go on regulat- 
ing railroads, trusts and municipal monopolies. Let us main- 
tain competition, if we can. Let us even perhaps extend 
somewhat the scope of government control of industry. Let 
us give more attention to securing the rights of the people in 
the natural resources of the country. We may possibly even 
wisely widen, more or less, the field of government ownership. 

But all these are not enough. The poor man's jealousy 
hardly stops to consider whether the rich man's wealth came 
fairly or unfairly. Still less will he consider the legitimacy of 
its origin in the case of him who did not build up a fortune but 
merely inherited it. Whatever inherent rights a man may 
have in the wealth got during his life time, he has no inherent 
right to control it indefinitely after his death. Nor has a man 
any God-given right to inherit great riches whereby he may 
live in luxury without rendering the slightest service to his 
community. Moreover, it is more than doubtful whether the 
productive efficiency of a nation is increased by the transmis- 
sion of fortunes from generation to generation. 

The progressive income tax, and still more the progressive 
inheritance tax, therefore, are essential means toward reduc- 
ing the inequality of wealth. Even one who questions the 
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theoretical justice of these methods must, if he carefully con- 
siders the situation, admit their practical necessity, to prevent 
dangerous class conflict. The inheritance tax ought to be 
ultimately carried so far that no one heir can inherit more 
than a fixed sum, say for illustration, a maximum of two or 
three hundred thousand dollars. By due care in the details 
of legislation and due diligence in enforcement, it would be 
possible to administer such a measure much more success- 
fully than seems possible in the case of anti-trust and other 
laws designed to prevent the unfair accumulation of swollen 
fortunes. An effective inheritance tax like this would do more 
than any other one measure, and possibly more than all other 
feasible measures combined, to cure the sense of wrong which 
now harbors in the breast of almost every working man. 

E. Dana Durand 



